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Today's Topics

1.  General Discussion: “Wonder Over Worry”
2. Markets
3. Economy & Policy

4. Everything Else
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Markets

Stock Market Pullback - Beneath the Surface

Major indexes and maximum drawdowns

Index Index maximum Average member
return drawdown maximum drawdown
YTD return from YTD low
S&P 500 -4% 3% -10% -16%
NASDAQ -9% 2% -14% -36%
Russell 2000 -8% 3% -14% -28%
Dow Jones -1% 3% -9% -14%

Source: Charles Schwab, Bloomberg, as of 04/02/2025
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Markets

Year-To-Date Performance - The Less Magnificent 7

Magnificent 7 Performance

S&P 500 Ranking S&P 500 Ranking
65%

Meta Platforms Inc 24 0% 253
S&P 500 23% NA -5% NA
Microsoft Corp 12% 233 -9% 399
Apple Inc 30% 113 -11% 412
Amazon.com Inc 44% 56 -11% 414
Alphabet Inc 36% 94 -17% 465
NVIDIA Corp 171% 2 -18% 469

Tesla Inc 63% 27 -30% 497

Source: Charles Schwab, Bloomberg, as of 04/02/2025
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Markets

Most Of The Market Is Holding Up

MAGNIFICENT-7 ETF VS S&P 500 EX MAG7 ETF VS S&P 500
(year-to-date percent change, daily) L 10
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Markets

Beneath The Surface- Sector Performance

7/11 Sectors Are Either Flat Or
Positive Y TD!

S&P 500 sector performance: ™ Year-to-date = Month-to-date
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Markets

Level Setting - Five-Year Cumulative Performance

VAL
o SPDR S&P 500 ETF Trust Total Return 128.5%
© Invesco QQQ Trust, Series 1 Total Return 152.0%
#® Shares Russell 2000 ETF Total Return 85.60%
& Vanguard Total International Stock Index Fund ETF Total Return 72.66%
160.0%
128.5%
85.60%
. 72.66%
o o i v V v
F° 0.00%
-80.00%
2021 2022 2023 2024 2025

Source: YCharts, as of 03/31/2025
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Markets

Style Performance — Growth vs. Value

VAL
® iShares Russell 1000 Growth (IWF) Total Return -10.12%
iShares Russell 1000 ETF (IWB) Total Return -5.06%
® iShares Russell 1000 Value ETF (IWD) Total Return 1.05%
6.00%
A _ 1.05%
J 0.00%
-6.00%
-10.12%
-12.00%
Jan'25 Feb '25 Mar '25

Source: YCharts, as of 03/31/2025
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Markets

Bonds Are Behaving Well

VAL

® [Shares US Treasury Bond ETF Total Return 0.35%

© iShares Core US Aggregate Bond ETF Total Return 2.54%

® iShares iBoxx $ Inv Grade Corporate Bond ETF Total Return 2.29%

© iShares iBoxx $ High Yield Corporate Bond ETF Total Return 1.12%
2.29%
1.12%
0.35%
0.00%
-2.00%
-4.00%

Jan'25 Feb'25 Mar '25

Source: YCharts, as of 03/31/2025
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Markets

First Quarter Of A New President Brings Weakness

Good Riddance To One Of The Worst Quarters

S&P 500 Quarterly Performance By Presidential Cycle (1950 - 2024)
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Markets

Stock Market Corrections Are Healthy

All Bears Start With A Correction, But Not All Corrections Turn Into A Bear

13 Of The Previous 39 Corrections Turned Into Bear Markets
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Markets

Investing Is A Journey- “Oh, The Places You'll Go”

S&P intra-year declines vs. calendar year returns
Despite average intra-year drops of 14.1%, annual returns were positive in 34 of 45 years
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Markets

The 60/40 Portfolio - “Oh, The Places You Won't Go”

Total returns in percent, 1950—present
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Markets

The Best Days Happen During Volatile Times

S&P 500 Index Best Days: 1995-2024

50 Best Days

B During a Bear Market
B During the First Two Months of a Bull Market
B During the Rest of a Bull Market

Source: Hartford Funds, as of 01/28/2025
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Markets

Stay The Course — Missing The Best Days Can Be Costly

S&P 500 Index Average Annual Total Returns: 1995-2024
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Markets

Was It Tariffs Or DeepSeek? - Both!
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Economy & Policy

Tariffs — Fine Print

USMCA goods will ba sxempt
They alsa wan't stack on top of existing duties by sactor
China, which wes alrsady slapped with a iff for i

Thie new tanffs won't add an to tariffs praviously announced on stesl, aluminum and cars.

| =

current trade apprsach for cther countries,

7. Some gaods will not be subjest to the Reciprecal Tariff, Those include: {1} articles subject to 50 USC 1702/b); (2] stocbialuminum articles and autosfaute parts alredy subject to Saction 252 tariffs: (3] copper, sharmaceuticals, semiconductars, and lwmber articles; (4) all articles that may become subject ta futune Section

232 tariffs; {5 bullian: and (5) energy and cther cartain minerals that are nat svailable in the Unitad States.
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Economy & Policy

Tariffs - Fuzzy Math (‘Trade Deficit Expressed As A %)

Reciprocal Tariffs
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Economy & Policy

Tariffs — Trade Deficits
Top 3 Countries Account For Over 50% Of U.S. Trade Deficit

Contribution to the US trade deficit by country
Share of 2024 total US deficit, percent
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Source: J.P. Morgan Asset Management, Michael Cembelast, Eye On The Market, Census Bureau, TD Economics, as of 01/31/2025
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Economy & Policy

The Fed’s Latest Projections - Sleight Of Hand

Percent
Median®
Variable 2025 | 2026 | 2027 | Longer
run
Change in real GDP G 18 18 | 18
December projection 2.1 2.0 1.9 : 1.8
Unemployment rate 4.3 4.3 : 4.2
December projection 4.3 4.3 4.3 : 4.2
|
PCE inflation QD 22 20 1 20 \ Sleight of Hand!
December projection 2.5 2.1 2.0 : 2.0
|
Core PCE inflation® @8 22 20
December projection 2.5 2.2 2.0
|
Memo: Projected :
appropriate policy path |
|
Federal funds rate 3.9 3.4 3.1 : 3.0
December projection 3.9 3.4 3.1 : 3.0

Source: The Federal Reserve, as of 03/19/2025
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Economy & Policy

Fed Speak - The Hidden Words Of Stimulus (QT To QE)

For release at 2:00 p.m. EST March 194anuary29, 2025

Recent indicators suggest that economic activity has continued to expand at a solid pace. The
unemployment rate has stabilized at a low level in recent months, and labor market conditions remain
solid. Inflation remains somewhat elevated.

The Committee seeks to achieve maximum employment and inflation at the rate of 2 percent over the
longer run. Uncertainty aroundthe Committeejudgesthat the #
inflation-geals-areroughly-in-balaneethe-economic outlook has increased. Theis-uncertainand-the

Committee is attentive to the risks to both sides of its dual mandate.

In support of its goals, the Committee decided to maintain the target range for the federal funds rate at
4-1/4 to 4-1/2 percent. In considering the extent and timing of additional adjustments to the target
range for the federal funds rate, the Committee will carefully assess incoming data, the evolving

securities and agency debt and agency mortgage-backed securities. Beginning in April, the Committee
will slow the pace of decline of its securities holdings by reducing the monthly redemption cap on
Treasury securities from $25 billion to S5 billion. The Committee will maintain the monthly redemption

cap on agency debt and agency mortgage-backed securities at $35 billion. The Committee is strongly

committed to supporting maximum employment and returning inflation to its 2 percent objective.

In assessing the appropriate stance of monetary policy, the Committee will continue to monitor the Th IS |S m
implications of incoming information for the economic outlook. The Committee would be prepared to

adjust the stance of monetary policy as appropriate if risks emerge that could impede the attainment of

the Committees goals. The Committee’s assessments will take into account a wide range of

information, including readings on labor market conditions, inflation pressures and inflation

expectations, and financial and international developments.

Voting for the monetary policy action were Jerome H. Powell, Chair; John C. Williams, Vice Chair;
Michael 5. Barr; Michelle W. Bowman; Susan M. Collins; Lisa D. Cook; Austan D. Goolsbee; Philip N.
Jefferson; Adriana D. Kugler; Alberto G. Musalem; and Jeffrey R. Schmid. Voting against this action was ;
and-Christopher J. Waller, who supported no change for the federal funds target range but preferred to
continue the current pace of decline in securities holdings.

Source: The Federal Reserve, as of 03/19/2025
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Economy & Policy

Lower Inflation - According To The Bond Market

Daily 4/3/2024 - 4/3/2025
M USGG5YSY Index (U.S. Syr 5yr Forward Breakeven) - Last Price 20746

Apr May Jun Jul Aug Sep Oct
2024

Source: Bloomberg 5 Year TIPS Spread, as of 04/03/2025
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Economy & Policy
Housing Deflation - More Coming Soon

Nearly 2 in 3 Homes Sell for Less Than Original List Price

== Share of homes sold above original list price
== Share of homes sold below original list price

Share of homes sold at original list price

64%

21%
15%

2014 2016 2018 2020 2022 2024

Source: Redfin, Datawrapper, as of 03/31/2025
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Economy & Policy

PCE - The Fed's Measure Of Inflation

PERSONAL CONSUMPTION EXPENDITURES DEFLATOR: HEADLINE VS CORE
; (yearly percent change)

‘— PCED Headline Inflation Rate (Feb = 2.5)

—— PCED Core* Inflation rate (Feb = 2.8)
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Source: Yardeni Resesarch, as of 02/28/2025
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Economy & Policy

Data Monitor - What Matters Most?

Indicator Most Recent 6m ago 1yr ago Assessment
Composite PMI (Index) 51.6 54.6 52.5 Weakening
Consumer Sentiment (Index) 579 70.1 79.4 Weakening
Soft Data
Homebuilders' Sentiment (Index) 39.0 41.0 51.0
Policy Uncertainty (Index) 313.3 99.9 123.9 Rising sharply
Private Sector Jobs Gro:.-.rth (YoV, converted to 1207 11.4 125.7
monthly pace in thousands)
Unemployment Rate (%) 4.1% 4.2% 3.9%
Initial Claims (505 Rule) 1.2% 0.0% 13.5%
Real Wage Growth (YaY%) 1.2% 1.4% 1.0%
Hard Data Retail Sales (YoY%) 5.2% 4.4% 3.4% Stable and strong
Job Openings (YoY) 9.5 -16.5 -15.7
Manufacturing New Orders (YoY%) 2.1% 0.5% -0.3%
Real Residential Construction Spending
(YoY%) 1.4% 2.7% 6.9%
Real GDP Tracker (YoY%) 2.3% 2.4% 1.6%

Source: Bloomberg Finance, Haver Analytics, J.P. Morgan Wealth Management, as of 03/20/2025
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Economy & Policy

Consumer Inflation Expectations — Depends On Who You Ask

B Democrats = UMich Expected 1YR Chg 1n Prices 6.5
Republicans - UMich Expected 1YR Chg in Prices 0.1

Source: Bloomberg, as of 03/28/2025
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INDEX VALUE

Economy & Policy

Consumer Confidence - Depends On Who You Ask
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CHART 5B: INDEX OF CONSUMER SENTIMENT BY POLITICAL PARTY
(THREE MONTH MOVING AVERAGES)
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Source: University of Michigan, as of 03/28/2025
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Everything Else

Avoid The Noise - We Are More United Than You Think
USA VALUES RANKING - The Top Fifteen
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Source: ValueGraphics, USA Values Ranking, Newswire, as of 09/30/2024
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Disclaimer

The views expressed in this commentary are subject to change based on market and
other conditions. These documents may contain certain statements that may be
deemed forward-looking statements. Please note that any such statements are not
guarantees of any future performance and actual results or developments may differ
materially from those projected. Any projections, market outlooks, or estimates are
based upon certain assumptions and should not be construed as indicative of actual
events that will occur.

All information has been obtained from sources believed to be reliable, but its
accuracy is not guaranteed. There is no representation or warranty as to the current
accuracy, re|iabi?ity or completeness of, nor liability for, decisions based on such
information and it should not be relied on as such.

Principle Wealth Partners LLC is a registered investment advisor. Advisory services are
only offered to clients or prospective clients where Principle Wealth Partners and its
representatives are properly licensed or exempt from licensure. For current Principle
Wealth Partners information, please visit the Investment Adviser Public Disclosure
website at www.adviserinfo.sec.gov by searching with Principle Wealth Partners” CRD
#290180.
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